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OGATH OR AFFIRMATION

I, Florence R. Klein , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertammg to the firm of
American Classic Financial Company

, as
of December 31, ,20_ 05 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

Title

ommission Expires 11/14/2006

This report ** contains (check

B (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of.C} . Cash Flow.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.’

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(X) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.’

(m) A copy of the SIPC Supplemental Report.

00 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

% (o) Independent auditor's report on intermal control.

**For conditions of confidential treatment of certain porticons of this filing, see section 240.17a-5(e)(3).

all applicable boxes):

O 0O ORORORPEARHA
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This report is being filed pursuam to (Check Applicable Block(s)): 7 \ \\/// -
1) Rule 17a-5(a) ©2) Rule 17a-5(b) [ [17] ) Rule 17a-11 -
4) Special request by designated examining authority | [19 ] 5) Other
NAME OF BROKER-DEALER SEC FILE NO. -
‘ : 8-40283 {14
American Classic Financial Company FIRM 1.D. NO.
13 24099
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15745 Roller Coaster Road
(No. and Street) m 01 /O 1 / 05 FZTI
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NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
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[38] [39]
l_ _‘ DOES RESPONDENT CARRY ITS OWN CUSTOMER ACGOUNTS? ves [__T401no rm
CHECK HERE |F RESPONDENT IS FILING AN AUDITED REPORT X
EXECUTION:

The registrant/broker or dealer submitting this Form and its attachments and the person{s) by
whom it is executed represent hereby that all information contained therein is true, correct and
compiete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements and schedules remain true, correct and complete as previously

submitted.

Dated the day of 20
Manual signatures of: ’

D)
2)

Principal Executive Dfficer or Managing Partner

Principal Financial Officer or Partner
3)

Principal Operations Officer or Partner

ATTENTION — intentional misstatements or omissions of facts constitute Federal
Criminal Viciations. (See 18 U.S.C. 1001 and 15 U.5.C. 78:1(a))

l—— —_J Persons who respond to the collection of information contained in this
form are not required to respond unless the form displays a currently valid
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (If individual, state last, first, middle name)

Nancy G. Higham, CPA, PC

70
ADDRESS
11590 Black Forest Rd #3071 |Colorado Spgpk72| CO 731 80908 74
Mumber and Street City State : Zip Code
CHECK ONE
Certified Public Accountant (75 ] FOR SEC USE
D Public Accountant [E
[ ] Accountant not resident in United States [77]
or any of its possessions
DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY
WORK LOCATION REPORT DATE ~ DOC. SEQ. NO. CARD
MM/DD/YY
50 [ 51 52 53
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FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

%O“RORWNER American Classic Financial Company Pd 53 100
ARENEN
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
asof wonyy)  12/31/05 %
SECALENG. 8-40Z873 98
. Consolidated 198 |
Unconsolidate | 19
Allowable Non-Aliowable Total
T E T s 73,284 [200 $ 73,284 178
2. Receivables from brokers or dealars: .
A, Clearance account......coocovvciiieecee i % 7,148 295
B, OHher oo 3,602 [300 8 599 550 11,349 [B10
3. Receivable from non-Customears ...........ccccevevevreeeee 355 600 | % 830
4. Securities and spot commodities
owned at market value:
A, Exempted SECUMHES .ooveerecrieeeeeere e 418
B. Debt securities ....... 419
C. Options.......cu... L 420
D. OCther securities .. 231 :8%4A 424
E. SPOt COMMOGHIES ..o e " ~ 430 31,524 [es0
5. Securities and/or other investiments ‘
not readily marketable: 3 300
A. Atcosty § ) 130
B. At estimated /& ValUE e 440 3,300 610 3,300 (s
8. Securities borrowed under subordination :
agreements and partners’ individual and capital
securities accounts, at market value: 460 530 880
A. Exempted
securities $ 150
' B. Other
securities § 160
7. Secured demand notes: ......cccooreriremermirirnrieennenrens 470 640 890
Market value of collaterak:
A. Exempted
securities § 170
B. Other '
securities § 180
8. Memberships in exchanges:
A Qwned, at ]
market $ 180
B, Owned, at COSt oo 650
G. Contributed for use of the company, at
MArKEt VaIUE ..ooevevcrie e % 660 300
9. Investment in and receivables from affiliates,
subsidiaries and associated partne(ships ....................... 480 670 910
10. Property, fumiture, equipment, leasehold
improvements and rights under lease agreements,
at cost-net of accumulated deoreciation and
AMORZAON ...oovvrvirrisiecin et 490 680 |3 920
11, OtEr ASSELS ovvrcv e e 535 735 930
12, TOTAL ASSETS corooocoscoeeresceesrsseseees e %s 115,558 [s40]s_ 3,899 740 | § 119,457 [a0
OMIT PENNIES

See notes to financial statements.

SEC 1686 (02-03) 3 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER ORDEALER American Classic Financial Company asof _12/31/05

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN CTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.lL
Liabilities ' Liabilities Liabilities Total
13. Bank 08NS DAYABIE ........ocvveveereeee e $ 1045 . § 125517 § 1470
14. Payable to brokers or dealers:
A, ClearanCe aCcount....occerccrrencier i 1114 1315 1560
B. Other .o %o 1115 1305 1540
15. Payable to non-customers 1185 1355 1610
18. Securities sold not yet purchased,
at market Value ..........ccovrcerieencnec e 1360] 1620
17. Accounts payable, accrued liabilities,
2xPenses and Other ... ..o 1205 1385 1685
18. Notes and mortgages payabie: .
A, UNSBCUIB oo 1210 ‘1890
B, SECUMET oot e 12117, [1390] %, 1700
19. E. Liabilities subordinated to claims
of general creditors: .
A, Cash borrowings: .........cooemvercemrnemrrrsseee [1400 1710
1. from outsidersy § 870
2. includes equity subardination (15¢3-1(d
of ... b 980
B, Securities borrowings, at market vaiue ........... 1410} [i720]
from outsiders $ 990
C. Pursuant to secured demand note
collateral agreements ..o 1420] [1730
1. from outsiders § 1000
2. -includes equity subordination (15¢3-1(d)
of ... $ 1010
D. Exchange memberships contributed for
use of company, at market value ......c.ceoceoovee.. (1430 {1740
E. Accounts and other barrowings not
qualified for net capital purposes ..........ccceoueevae. 1220 1440 1750
20. TOTAL LIABILITIES .o $ 1230 $ 1480( § 1760
Ownership Equity
271, SOIB PrOPABIOFSID ..o eocvettirceees ettt sttt s et eees ettt eas e bbb e b ea ettt bbb s S 1770
22. Partnership (limited partners) ......cocoovvrcereronercvenens T (S 10201) 1780
23. Corporation:
A PIBIRITEA STOCK ..ot (1 ; - ggg 171
B. Common stock............... " . 1792
C. Additionat paid-in capital 67,004 Ti7e3
D. Retained eamings ........... 47,773 11704
E. Total oo 1795
F. L85 CADIAl SIOCK I ITEASUNY .eovooere oo seesseeremses e csesseserse s oo sresrsres Tl 1,000 f17ee
24, TOTAL OWNERSHIP EQUITY oottt esssia st s ses s st sensserenas . 8 1800
25. TOTAL LIABILITIES AND QWNERSHIP EQUITY oottt sises ettt e bt ens s st e sentio $ 119,457 1810
OMIT PENNIES

(1) $ .01 par value,100,000 shares authorized, 65,500 shares
issued and outstanding

(2) $ .01 par value,500,000 shares authorized, issued, and
outstanding

See notes to financial statements ggc 1p96 (02-03) 5 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER ORDEALER American Classic Financial Company

ss0f12/31/05

Total ownership equity qualified for Net Capital
Add:

Bl ol Al

A. Liabilities subordinated to claims of general creditors allowable in computation of net capital
B. Cther (deductions) or allowable credits (List)
5. Total capital and allowable subordinated liabilities

6. Deductions and/or charges:
A. Total non-allowable assets from

B. Secured demand note delinguency

C. Commodity futures contracts and spot commodities —

proprietary capital charges
D. Other deductions and/or charges .........

Statement of Financial Condition (Notes B and C) ....covveeecvovivrvneerceniimse s sesanis v‘ 73 3,899 3540
3590
3600

3610 ¢ 3,899 )[3620

7. Other additions and/or allowable credits (List) ......

8. Net capital before haircuts on securities posmons ...............................................................................................................................
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A, Contractual seCUrties COMMIMENTS oo ettt b s $ 3660
B. Subordinated SECUTItIES DOITOWINGS ...cvuvervriesemascimrs e iaessceesassree i s s ress s s essssbas e 3670
C. Trading and investment securities:
1. EXBIMPIEA SBCUMMES ...ceivv vt crerecnririe it ens s se s ceesrabenesbaase e rmrtnsanoe "8 3735
2. Debt securities ...... 3733
3o BPHIOMS it een b st a st ebeeren s 3730
4. Qther securities ..... 4.728 3734
B. Undue Concentration ... 3650
Eo GBI (LIST) oo ettt et bt st sa bt st abs e r et v ne e 3736
T0. NBE CAPIE! oot e ees sttt bes v s s s 484588885 R s

Total ownership equity from Statement of Financial Condition
Deduct ownership equity not allowable for Net Capital

COMPUTATION OF NET CAPITAL

5 119,457 T30

T ( 3490
116,457 |50

3520
3525

s 110 457 [

3630
% 115,558 13640

( 4,728 3720

See notes to financial statements.

s 110,830 [s7s0]

OMIT PENNIES
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FINANCIAL AND OPERATICNAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER American Classic Financial Company : asof 12/31/05

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A
11, Minimum net capital required (B, 0f N8 18Y oot st $ 0 {3756
12. Minimurn dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in 4CCOrdance With NOEE (A) ..ottt ens st sa e s e aeneas $ 5,000 3758
13. Net capital requirement (Greater 0f M 11 0F T2) oo eeesesesseesesss s sseesssesessesss s ses s ss s sss st sss s s st enss s ses s $ 2, UUU 3760
14, EXCESS NEE CAPIAL (N8 101855 13) soeiieivvooeeseeceeeomeeeseeeee e sesesessesesoseessses st oe s e oemsemses st s bseeme st et sssres e ee s ss s $ 105,830 3770
15. Excess net capital at 1000% {fine 101855 10% 0f BB 19) 1oevormurreicrrvrrseeecorismsiniessnssmsescesesmnesesssmiinsssssesssssnesnsrneesssssnnnnen 2. 92 D 5 03U 3780}

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of FIRANCIal CONIMON .....co.....v.ivvveriieies ettt scers s $ 0 3790}
17. Add:

A. Drafts for immediate credit .........ooccooovvoivirerccoreeerns ettt s AT (3800

B. Market value of securities borrowed for which no equivalent value

is paid or credited................ ettt e R AR st bbb e $ 3810

C. Cther unrecorded amounis {List) ... .$ 3820] °$ -___Q 3830
18, TOMAT AQGIRQAE IMALBIEANESS ... oeoevevceseeeessaess e eeeesesseeesserssesenseseesenessesessseseosseesseseresereoeeesees e soosoemeseesreroreoreesemre o $ 0] 3840
18. Percentage of aggregate indebtedness to net capital (line 18 + by line 10} ... . % - U 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d) .......ocoivivirieeiecnii s % 0 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
21. 2% of combined aggregate debit items as shown in Formufa for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits .......... $ [ 3970
22. Minimum doilar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in accordance with Note (A) 3880
23. Net capital requirement (greatar of fine 21 or 22) ... . 3750
24, ExXCeSS CaPIal (N8 TOIESS 28) eiruiriei et s ev s re s ts et bt et area bt b et st s e s e 82 b e nebs e et e ene e 3910
25. Net capital in excess of the grzater of:

A. 5% of combined aggregate debit Tems or $120,000 ......cco.iviiriicicerrerie e st et eem et sr st $ 3920
NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. %% of aggregate indebtedness or 4% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners' securities which were included in non-allowable
assets. :

(C) For reports filed pursuant to paragraph {d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.

See notes to financial statements.

SEC 1696 (02-03) 8 of 18
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER American Classic Finmancial Company

For the period (MMDDYY) ) fromzy /1 /0 5[3839%® 2 / 3 1 /05 [3833
Number of months included in this statement 3931
STATEMENT CF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securities executad on an exchange .................... e, S 15,129 [3935
b. Commissions on listed opticn transactions 25 3938
¢. All other securities commissions . 3938
. TOLAl SECUMHES COMMISSIONS w.evveoerrerrveeeerseasesmsseseesesseresesaesseseseesesesessssescesess s ssetsessssesssssessasssmstsnesseeesoseseesessessesrseeseess st sess o 15,129 ]3940
2. Gains or losses on firm securities trading accounts o
a. From market making in options 0N 2 NZHONAl SECUMHIES EXCHANGE L....cvevevceee ettt e sttt e sa e semrtn e 3945
B FTOM Al OHIBE HTAUING . wuvvvosescoeeesvevecesesesessesseseseesisess s eses e ottt reses e s ssssres e sssaresse s eemin st sene st oeeseeresroeessremsensan s erecns 3, 38913349
€. TORAN QAN (J0SS) ovveveveeeeroersseeeeseesreeesssesseeseseseseseseesesesees s eesses oot eets e s2 0t 5 re et st ee st ems st or oot semret et s s serene e , 389 3950
3. Gains or losses 0n firm SECUIIteS INVESIMENT BCCOUMES .....viviieeieceiereess it a b s e ssecsse st restseass e ebs s ens st snerens 3952
4, Profit (loss) from underwriting and selling groups ...... % 3955
5. Revenue from sale of investment company shares 2,512 {3970
8. COMIMOTIIIES TBYBIMUE .....oceuiieiit i et seeseb st e e ss et seasae e s bbb s ek skt et ot en et bee s st s 3990
7. Fees for account supervision, investment advisory and administrative services 3975
8. Other revenue 925 Q4813995
9. TOMAI FBVBIIUR ... veevr v e rereeessens e 2115540488 e $ Ah K78 4030
EXPENSES
10. Salaries and other employment costs for generai partners and voting stockholder 0ffiCers .........ooouvivieincnine e 10 , 200 [#120
11. Other employee compensation and benefits 10,167 4115
12. Commissions paid to other broker-dealers .. 4140
13, IMBIEST BXDENSE 1ottt bt e b s 4073
a. Includes interest on accounts subject to subordination agreements
14, RequIAtOTY 1885 ANM BXPENSES ....oovveoeveeceoeeveevesses e eseeeseesees s seesessssenesstssesssssoeseen 3930 [4195
15. Other expenses 11,182 4100
16. Total expenses § 35,479 (4200
NET INCOME
17. Income ('oss) before Federal income taxes and items below (1em J18SS HEM 18} .. vvivvrivicvriconsiie et rs s $ 31,399 {4210
18. Provision for Federal incOMe taxes (01 PATBAL ONIY) ......ccovivmevricuerer et mss e s st ssnan %8 4220
19. Equity in earnings (losses) of unconselidated subsidiaries not included above 4222
a. After Federal income taxes of
20. Extraordinary gains (0sses) ............ 422
a. After Federal income taxes af ..........cooeveiieennn,
21, Cumulative effect of changes in accounting principles .................. . [4225)
22. Net income {loss) after Federal income taxes and extracrdinary items $ 31,399 4230
MONTHLY INCOME .
23. Income (currant manth only) befare provision for Federal income taxes and exraordinary EMS ..........vovee..oooveeveroseeoeereeeseesesssessssoon $ 2,797 [4211

See notes to financial statements.
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FINANCIAL AND-CPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER ORDEALER American Classic Financial Company

-

For the period (MMDDYY) fromQ1 /01 /05 12/31/05

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP CR CORPORATION)

. BalANCe, BRGINMING OF PRIIOU ..oovovrvco oo coeeovesose s oo seseeeeeressasesseseses e eesr e es st rese e reseereeseeser oo $§ 88,026 3240
A. Netincome (I08S) ....ccoovrvvveeineeeens R 31,399 4250
B. Additions (Includes non-conforming capital of ... ) Y 4260
C. Deductions (Includes non-conforming Capital OF .....oo.oevvouiirinr e e csareens $ ) 4270
2. Balance, end of PEAOA (FIOM IEM 1800} .....oooovroovoveovereoeoereseeceeemeseseseeeeeseesomessseemtssoeeseseescessesases s esssoesssssssseseessesesess s esesesssesssessane s 119,457 4290
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, egiNMINgG OF PEIITA .....coveiiirorrieririesiieree e teeee s v eas it aes bttt s st a2 bscFeE s ek s s b neh 45 e s e en e at st s n " S NONE 4300
A. Increases 4310}
B. Decreases 4320
4. Balance, end of PEFOT (FIOM IEM B520) .ooivvooor oo reveeseveeeseesessessseresseasesmsesesssesesreneesos st e seasssemsss st s resesesesseessss e oeseesseesserceseresseseoneoen $ NONE {4330
OMIT PENNIES

See notes to financial statements.
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FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER ORDEALER American Classic Finical Company asof12/31/05

EXEMPTIVE PROVISION UNDER RULE 15¢3-3 .

24. If an exemption from Rule 15¢3-1 is claimed, identify below the section upor which such exemption is based (check one only)

A (K)(1) — 32,500 capital category as PEr RUIB 1503-T ...t ema et sttt st ens st bse bbb 4550
B. (k){2)(A) — “Special Account for the Exclusive Benefit of cUSIOMErs” MAINEAINEG ......c..rvvrrcrcecmerire e e ceserenens 4560
C. (k)(2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firm, North American Clearing Inc. 4335 X 4570
0. (k)(3) — Exempted by order of the Commission (include COPY OF IBHRI) ...c.iveenie vt ecerer s resmsesnnesnsns 4580
memammmwmmmmUWM%mMMowmmwmmemmemmmnmmmm‘
and accruals, (as defined below), which have not been deducted in the computation of Net Capital:
Type of Proposed Amount to be :
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to
(See bejow Outsider? Capital Value of Maturity Renaw
for code ) Name of Lender or Contributor (In ar Out) Securities) Date (Yes or No)
% 4600 4601 4602 4603 [4604] { 4605]
" 4610 {4611 [4812] 4613 [ 4614] { 4615]
% 4620 4621 4622 ‘ 4623 4624 4625
% 4630 4631 4632 4633 [4634] [ 4635]
%s 4640 4641 4642 4643 [4644] [ 4645]

Total $7% NONE [4ee8)

OMIT PENNIES

Instructions; Detail Listing must include the total of items maturing during the six month period foltowing the report date, regardless-of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed «apital withdrawals scheduled within the six month period foffowing the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of -
bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computation of Net Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. ) Subordinated Liabilities
3. "Accruals

See notes to financial statements.
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STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities:
Net income

Adjustments to reconcile net gain to net
cash provided by operating activities:
Receivables from broker/dealers

Other receivables

Securities owned, net

Net cash provided by operating activities
Net increase in cash

Cash at beginning of year

Cash at end of year

See notes to financial statements.

AMERICAN CLASSIC FINANCIAL COMPANY

$ 31.399

+ 595
+16,000
- 8.102



American Classic Financial Company
Notes to Financial Statements

Description of Business and Significant Accounting Policies

The Company is a registered broker-dealer incorporated under the laws of the commonwealth of
Pennsylvania. The Company is subject to the rules and regulations of the Securities and
Exchange Commission and the National Association of Securities Dealers.

Security Transactions

The Company utilizes a clearing broker on a fully disclosed basis. The Company does not hold
customer funds or securities. The agreement with the clearing broker expires in 2008.
Proprietary securities transactions and any profit or loss arising from these transactions are
recorded on a trade date basis. Amounts receivable and payable for securities transactions that
have not reached their contractual settlement date are recorded net on the statement of financial
condition.

Securities owned are valued at market value. Commission income and expenses are recorded on
a trade date basis. Other investment fees are recognized when earned.

Cash and Cash Equivalents

The Company considers all highly liquid instruments with an original maturity of three months or
less to be cash equivalents.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
primarily of cash and cash equivalents. All of the Company’s cash and cash equivalents are held
at high credit quality financial institutions.

Fair Value of Financial Instruments

Financial instruments that are subject to fair value disclosure requirements are carried in the
financial statements at amounts that approximate fair value and include cash and cash
equivalents. Fair values are based on quoted market prices and assumptions concerning the
amount and timing of estimated future cash flows and assumed discount rates reflecting varying
degrees of perceived risk.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reported
period. Actual results could differ from those estimates.



AMERICAN CLASSIC FINANCIAL COMPANY
NOTES TO FINANCIAL STATEMENTS

1. Description of Business and Significant Accounting Policies, continued

Income Taxes

The Company accounts for income taxes in accordance with the asset and liability method of
accounting for income taxes proscribed by Statement of Financial Accounting Standards No, 109,
“Accounting for Income Taxes.” Under this method, deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to the taxable income in the years in which those temporary
differences are expected to be recovered or settled.

Comprehensive Income

Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive
Income, establishes requirements for disclosure of comprehensive income that includes certain
items previously not included in the statement of income, including unrealized gains and losses
on available-for-sale securities and foreign currency translation adjustment, among others.
During the year ended December 31, 2005, the Company did not have any components of
comprehensive income to report.

2. Securities Owned

Marketable securities owned consist of trading and investment securities as follows:

Corporate stocks $ 30,624
Warrants in national exchange 3,300
Corporate bonds 900

$ 34,824

3. Income Taxes

Net operating loss carryforwards at December 31, 2005, were approximately $29,050

2011 | $ 2,950
2018 2,200
2020 23.900

$29.050

4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commissions Uniform Net Capital Rule
(SEC Rule 15¢-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
December 31, 2005, the Company had capital of $110,830, which was $105,830 in excess of its
required net capital of $5,000. The Company had no indebtedness at December 31, 2005.



AMERICAN CLASSIC FINANCIAL COMPANY
NET CAPITAL RECONCILIATION
For the Year Ended December 31. 2005

There is no reconciliation report required by SEC Rule 17a-5(d)(4) because there are no
differences between the audited Computation of Net Capital and the corresponding
unaudited FOCUS Part IIA for 12/31/2005.
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To the Board of Directors
American Classic Financial Company

In planning and performing our audit of the financial statements and supplemental schedules of American
Classic Financial Company for the vear ended December 31, 2005, we considered it’s internal control,
including control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we have made
a study of the practices and procedures followed by the Company, including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts verifications, and comparisons.
2. Recordation of difference required by rule 217a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls and
the practices and procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and the transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal contro! or the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject
to the risk that they may become inadequate because of the changes in conditions or that the effectiveness
of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specified internal
control components does not reduce to a relative low level the risk that error or fraud in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. However, we
noted the following matter involving the accounting system and its operation that we consider to be a



Board of Directors
American Classic Financial Company
Page 2

material weakness as defined above. This condition was considered in determining the nature, timing, and
extent of the procedures to be performed in our audit of the financial statements of American Classic
Financial Company for the year ended December 31, 2005, and this report does not affect our report
thereon dated February 15, 2006.

Due to the nature and size of the Company’s operations, there is no effective segregation of duties between
operating and recording functions. Normal internal controls and procedures for safeguarding of cash and
securities possible in larger organizations are not practical in an organization of this size. The president
(and majority shareholder) of the Company is aware of the weakness in internal control: however, due to
the size of the Company, the president does not believe it is practical to have additional accounting or
bookkeeping personnel. The president has informed us that she reviews all transactions and books of
original entry.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and the practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2005, to meet the SEC’s objectives.

This report is intended solely for the use of the Board of Directors and Stockholder, management, the SEC,
and other regulatory agencies that rely on rule 17a-5(g) under the Securities and Exchange Act of 1934 in
the regulation of registered brokers and dealers, and should not be used for any other purpose.
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Nancy G. Higham, CPA, PC
February 15, 2006
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800-337-4650

February 15, 2006

American Classic Financial Company
15745 Roller Coaster Road
Colorado Springs, CO 80921
RE: 12/31/05 Annual Audit
Dear Ms, Klein:

This Statement required by SEC Rule 17a-5(j) verifies that other than the Internal Control issue
described in the Internal Control letter, there were no material inadequacies found to exist.
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Nancy G. Higham, CPA, PC
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Independent Auditor’s Report

To the Board of Directors
American Classic Financial Company

\ Y

We have audited the accompanying statement of financial condition of American Classic
Financial Company as of December 31, 2005, and the related statements of income, changes in
ownership equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of American Classic Financial Company as of December 31, 2005, and the
results of its operations and its cash flows for the year then ended in conformity with generally
accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion of the basic financial statements
taken as a whole. The accompanying information contained in the computations of net capital,
basic net capital requirement and aggregate indebtedness, is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements, and in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.
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Nancy G. Higham, CPA, PC
February 15, 2006



